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Directors’ 
Report to 
the Shareholders 


The highlight of the year for your Company 
was the significant increase in the open 
market price of gold which made the Kerr 
Addison mine once again a major contributor 
to Company profits. Augmented also by 
higher zinc prices, profits before taxes 
from mining operations in 1972 increased by 
$2,650,000 to $5,691,000 from $3,041,000 in 
1971. Net profit was $5,948,000 or 62 cents 
per share compared to 45 cents per share 
the previous year after excluding from 
1971 profits 19 cents per share resulting 
from the sale of the Company’s interest in 
the Bokum-Keradamex Joint Venture less 
the loss on the abandonment of the Adanac 
Project. After paying dividends of 50 cents 
per share the net value of current assets 
and investments at market value, excluding 
shares and debentures of subsidiary 
companies, increased to $10.38 per share 
compared to $8.70 per share a year earlier. 


Production commenced at the Blue Hill 
mine in Maine on October 4th following a 
construction programme which progressed 
without interruption. Kerramerican, Inc., a 
U.S. subsidiary of the Company, earned a 
60% interest in the mine after financing 

it to production at a cost of $6,300,000. 


During the year it was decided to expand 

the Canadian Electrolytic Zinc reduction 
plant at Valleyfield, Quebec from 146,000 to 
225,000 tons of zinc production a year 

at a cost of approximately $30,000,000. 


Kerr Addison will contribute 10% of the 
funds and will have a 9.83% interest 
in the expanded facility. 


The General Manager's report contained 
herein reviews the 1972 operations of the 
Kerr Addison and Normetal mines, Joutel 
Copper Mines Limited, the Blue Hill Joint 
Venture and reports on the Icon Sullivan 
Joint Venture and the Bouzan Joint Venture. 


EXPLORATION AND DEVELOPMENT 


The Company retains its 80% interest in 
Agnew Lake Mines Limited which has 
indicated reserves of 15 million pounds of 
U,0,, and its 26% interest and management 
in the Fernandez Joint Venture in New 
Mexico which has indicated reserves of 40 
million pounds of U,0,. Production from 
these deposits is not anticipated until 
inevitable increases in the price of uranium 
occur. 


Your Company carried out an aggressive 
search for new mines in Canada, the 
United States, Portugal, Papua New Guinea, 
and with Noranda Mines Limited in the 
United Kingdom and Ireland. Another 
exploration effort in excess of $1 million is 
planned for 1973. Field offices are located 
in Fredericton, Rouyn, Kenora, Vancouver, 
Albuquerque in New Mexico and in 
Mullingar in Ireland. 


Follow-up work resulting from the 1972 
programmes will include drilling of numerous 


geophysical anomalies in the Advocate 
Concession in Newfoundland and detailed 
investigations in Ireland. A partner is being 
sought to share investigation of porphyry 
copper mineralization found in Papua 
New Guinea. 


METAL MARKETS 


The principal reason for the significant 
increase in the open market price for gold 
was the reduction in supplies coming from 
South Africa. So long as South Africa’s 
balance of payments position permits it to 
stockpile a portion of its new production 
one can expect the price of gold to remain 
firm. As a caution against a decline in 
the price of gold our Canadian Government 
has had the foresight to extend the 
Emergency Gold Mining Assistance Act 

to 1976 thereby providing further stability 
to our gold mining industry. It has been 
E.G.M.A. which has made it possible for 
many Canadian gold mines to continue 
operations until the advent of the favourable 
gold price which now prevails. 


Renewed growth in copper consumption 
last year, particularly in Japan and the 
United States, reflected improved economic 
activity in all major world markets. 
Although mine and metal production 
increased 7%, inventories were below 
expected levels and falling at year end. 


Zinc consumption set new records last year 
permitting capacity production levels during 


the second half at European and North 
American reduction plants. Of continuing 
concern are renewed efforts in the United 
States to impose import quotas and 
prohibitive duties on zinc and lead metal 
and on concentrate imports above quota 
levels. 


Uranium continues in plentiful supply with 
excess productive capacity and substantial 
stockpiles in North America, the United 
Kingdom and France. Barring major 
environmental objections or unexpected 
accidents at nuclear plants, nuclear power 
will be a growing factor in the future 
generation of electricity. Ninety-one plants 
are now in operation and a further 272 
are either under construction or planned 

to be in operation by 1985. 


Your Directors wish to record their sincere 
appreciation of the work accomplished 
by the management and employees of 
the Kerr Addison Group of Companies. 


On behalf of the Board, 


W. S. Row 
Chairman 


J. H. Stovel 
President 


February 2, 1973 Toronto, Ontario 


General 
Manager’s 
Report 


To: The President and Directors 


The following report reviews the operations 
of the Kerr Addison and Normetal mines, 
the Blue Hill Joint Venture, Joutel Copper 
Mines Limited and reports on the Icon 
Sullivan Joint Venture and the Bouzan 
Joint Venture for the year 1972. 


KERR ADDISON MINE 


Production 


During the year 300,000 tons of ore at an 
average grade of 0.46 ounces per ton were 
milled to produce 135,860 ounces of gold 
at a value of $8,101,000. The daily average 
of 820 tons of ore treated was lower 

than the 943 tons obtained in 1971 due to 
a shortage of miners. The total work force 
decreased from 498 to 464 employees 
almost entirely from the underground force 
which decreased from 322 to 292 men. 


A new two-year agreement was made with 
the Kerr Addison Employees’ Association for 
the period April 1, 1972 to March 31, 1974. 


Mining was 84% from stoping and 16% 
from pillar extraction. By mining methods 
the ratios of ore broken were square set 
78%, cut and fill 16% and blasthole 6%. 
Increased productivity offset higher labour 
and material costs. 


Ore Reserves 


Ore reserves, including an allowance for 
dilution, were estimated as follows: 


Ounces of Gold 
Tons per Ton 


Total Ore Reserves 

at December 31, 

1971 1,609,000 0.57 
Total Ore Reserves 

at December 31, 

1972 1,304,000 0.60 


Ore reserves have not been materially 
affected by the higher gold price due to 
the relatively sharp cut-off of values from 
ore to waste. 


Since milling commenced in May, 1938, 
33,931,000 tons at an average grade of 

0.27 ounces per ton have been treated to 
produce 9,188,000 ounces of gold at a 
value of $335,665,000. 


NORMETAL MINE 


Production 


The concentrator treated 326,500 tons of 
ore averaging 1.73% copper, 5.29% zinc, 
0.026 ounces of gold and 1.43 ounces of 
silver per ton producing 10,523,500 pounds 
of copper, 5,430 ounces of gold, 300,000 
ounces of silver and 29,331,800 pounds of 
zinc in concentrates. In addition 12,700 
tons of pyrite concentrates averaging 49.74% 
sulphur were produced. 


The daily average of 892 tons of ore treated 
was marginally lower than the 919 tons 
per day during 1971. Ore broken amounted 
to 328,400 tons distributed as to 22% 
from No. 3 shaft, 67% from No. 4 shaft, 
and 11% from No. 5 shaft. Operating costs 


increased by 6% due to labour and 
material cost escalations. 


Ore Reserves 


Ore reserves, including an allowance for 
dilution, were estimated as follows: 


Grade % 


Tons Copper Zinc 


Total Ore Reserves 

at December 31, 

1971 474,000 1.9 4.7 
Total Ore Reserves 

at December 31, 

1972 271,000 1.6 By 


Approximately 123,000 tons of marginal 
grade zinc ore have been restored to 
reserves due to the higher selling price of 
zinc. Production is expected to cease during 
the third quarter of 1973. 


From the commencement of milling in 
September 1937, ore mined has amounted 
to 10,513,300 tons from which 233,900 
tons of copper, 544,400 tons of zinc, 
168,800 ounces of gold and 14,251,300 
ounces of silver have been recovered in 
concentrates. Pyrite concentrate production 
has amounted to 595,600 tons. 


JOUTEL COPPER MINES LIMITED 
Production 


During the year 149,700 tons of ore 
averaging 1.90% copper and 70,200 tons 
averaging 12.16% zinc were milled to 
produce 4,907,000 pounds of copper and 
12,668,000 pounds of zinc in concentrate. 


As the mill circuit was designed to treat 
only one type of ore at a time and as the 
remaining tonnage of copper ore 
underground could not be mined at an 
economical rate, the mill was converted 
to treat zinc ore late in August. Metal- 
lurgical problems not indicated by test 
work prior to the commencement of treating 
zinc ore resulted in lower than expected 
recovery. Changes to the mill circuit late 
in the year made some improvement. 
Development in the form of drifts, raises 
and crosscuts amounted to 3,998 feet 
principally in preparation for the mining of 
the zinc ore zone. 


Remaining copper ore reserves are being 
mined concurrently with the mining of the 
zinc ore and will be milled following the 
depletion of the zinc ore reserves. 


Ore Reserves 


Ore reserves at December 31, 1972, 
including an allowance for dilution, were 
estimated at 72,600 tons averaging 2.02% 
copper and 144,600 tons averaging 11.18% 
zinc, all of which are expected to be 
exhausted by year-end. 


Kerr Addison holds a 63% interest in 
the company. 


BLUE HILL JOINT VENTURE 


During the last quarter 53,000 tons of ore 
averaging 0.56% copper and 9.90% zinc 
were milled to produce 372,500 pounds of 
copper and 9,001,900 pounds of zinc in 


General 
Managers’ 
Report (continued) 


separate concentrates. All ore treated 
resulted from development work. 


The mill was operated at a rate of 
approximately 950 tons per day five days 
per week as mine development was behind 
schedule due to inexperienced miners 
and the structural complexity of the ore. 
Manpower for the operation was recruited 
principally from the local area and 
required extensive on-the-job training. 


Ore Reserves 


Ore reserves at December 31, 1972, 
including an allowance for dilution, were 
estimated as follows: 


Grade % 
Tons Copper Zinc 
Main Zone — 
zinc ore 682,000 0.4 14.0 


copper-zinc ore 223,000 1.4 9.4 


Mammoth Zone — 


zinc ore 147,000 eal 15.9 
copper ore 366,000 2.1 12 
L.S.P. Zone — 
copper ore 150,000 2.2 — 
1,568,000 


Exploratory surface diamond drilling was 
resumed late in the year. 


ICON SULLIVAN JOINT VENTURE 


During the year 208,500 tons of ore 
averaging 3.1% copper were treated at the 
mill of Canadian Merrill Ltd. to produce 
12,684,800 pounds of copper in 


concentrates. The preconcentrator treated 
374,100 tons averaging 1.4% copper and 
produced 183,600 tons averaging 2.9% 
copper. 


Ore reserves at December 31, 1972 were 
estimated to be 600,000 tons averaging 2.0% 
copper compared to 625,000 tons 

averaging 2.5% copper a year earlier. 

Kerr Addison holds a 21.4% interest in 
the Joint Venture. 


BOUZAN JOINT VENTURE 


Underground exploration drifting and 
diamond drilling carried out during the year, 
together with previous surface diamond 
drilling, confirmed a copper zone containing 
approximately 200,000 tons averaging 

2.1% copper including an allowance for 
dilution. Production is scheduled to 
commence by mid 1978. 


Kerr Addison holds a 50% interest in 
the Joint Venture. 


The support of the Officers and Directors 
of the Company is appreciated, and specia! 
acknowledgement is given to our mine 
managers, Messrs. W. G. Hargrave, 

R. J. Allen, D. B. Campbell, P. A. Matthews 
and employees at the mining properties. 


Respectfully submitted, 


M. D. Rowswell, 
General Manager. 


January 29, 1973. 


Consolidated 
Statement of 
Operations 


For the year ended 
December 31, 1972 
(with comparative 
figures for 1971) 


Mine operations: 
Value of production 


UT 


$17,935,096 


1971 


$17,949,331 


Cost of metal production (net in 1971 of recoveries under 


the Emergency Gold Mining Assistance Act of $820,000) 


12,243,571 


5,691,525 


+ 


Investment and other income: 
Joutel Copper Mines Limited — 
Equity in earnings 


9, /99 


Se 


14,908,266 
3,041,065 


385,803 


Icon Sullivan Joint Venture — 
Equity in earnings 


246,235 


197,684 


Dividends and interest income on marketable securities, 
investments in other mining companies and 
short-term commercial notes 


3,027,558 


3,279,592 


SLA SZ 


Deduct: 
Administrative and general expenses 


388,291 


2,969,733 
3,553,220 
6,594,285 


413,402 


Outside exploration expenses 


1,583,477 


1,378,388 


Depreciation and depletion 


227,069 


245,598 


Income and mining taxes 


1,748,163 


Profit before the following 


5,024,117 


3,947,000 


714,826 
2,752,214 
3,842,071 


Add (deduct): 
Gains on sale of investments and fixed assets 


(net of income taxes: 1972 — $98,000; 1971 — $138,000) 


923,741 


454,595 


Loss on abandonment of Adanac Project 
(net of income tax reduction of $964,000) 


(1,743,532) 


Profit on sale of interest in Bokum-Keradamex Joint Venture 


(net of estimated income taxes of $1,905,000) 


Net income for the year 


Net income per share 


(See accompanying notes to consolidated financial statements) 


62g 


$ 5,947,858 


3,540,737 


$ 6,093,871 


as 


Kerr 
Addison 
Mines 
Limited 


(Incorporated under the laws of Ontario) 
and its wholly-owned subsidiaries 


Consolidated 
Balance 
Sheet 


December 31, 1972 


(with comparative figures at 
December 31, 1971) 


Assets 


Current: 
Cash and short-term commercial notes 


1972 


$ 2,890,191 


1971 


$ 6,995,037 


Marketable securities, at cost (quoted market value 
1972 — $13,836,000; 1971 — $12,781,000) 


9,539,710 


10,240,197 


Concentrates, bullion and metals sold, in transit and on hand 
at estimated net returns under sales contracts 


4,572,451 


4,901,372 


Accounts and interest receivable 


820,035 


1,181,848 


Supplies and materials, at cost 


846,305 


1,018,688 


Prepaid expenses 


170,481 


Total current assets 


18,839,173 


Investments: 
Partially owned subsidiary companies (note 1) 


13,259,075 


128,668 


24,465,810 


13,599,890 


Other mining companies (note 2) 


30,533,256 


29,399,395 


Icon Sullivan Joint Venture (at equity in net book value 
of its assets) 


545,020 


628,111 


Sundry, at cost (note 4) 


1,188,646 


Fixed (note 3): 
Property, plant and equipment, at cost 


27,208,290 


45,525,997 


994,376 


44,621,772 


20,914,275 


Less accumulated depreciation and depletion 


20,100,992 


7,107,298 


20,377,390 
536,885 


Mining claims and properties, at nominal value 


1 


1 NOR, 299 


Other: 
Deferred exploration expenditures 


1,894,062 


1 
536,886 


1,730,264 


Blue Hill Project (note 3) 


1,894,062 


(See accompanying notes to consolidated financial statements) 


$73,366,531 


2,191,181 
3,921,445 


$73,545,913 


Liabilities 1972 1971 


Current: 
Accounts payable and accrued charges $ 1,631,877 $ 2,357,807 


Income and mining taxes payable 1,019,455 1,958,541 


Balance of dividends payable 345,000 187,000 


Tota! current liabilities 2,996,332 4,503,348 


Deferred income taxes 286,500 139,500 
ee ee ee eee 


Shareholders’ equity: 
Capital stock (note 4) — 
Authorized: 
12,500,000 shares of no par value 
Issued: 
9,534,449 shares 41,460,422 41,460,422 


Earned surplus 28,623,277 | 27,442,643 


70,083,699 68,903,065 


$73,366,531 $73,545,913 


On behalf of the Board: 


W. S. ROW, Director 
J. H. STOVEL, Director 


Auditors’ Report 


To the Shareholders of Kerr Addison Mines Limited: 


We have examined the consolidated balance sheet of Kerr Addison Mines 
Limited and its wholly-owned subsidiaries as at December 31, 1972 

and the consolidated statements of operations, earned surplus and 
source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 

In our opinion these financial statements present fairly the financial 
position of the companies as at December 31, 1972 and the results of 
their operations and the source and application of their funds for the year 
then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Clarkson, Gordon & Co., Chartered Accountants 
Toronto, Canada, February 1, 1973. 


Consolidated 
Statement of 


Earned Surplus 


For the year ended 
December 31, 1972 


(with comparative 
figures for 1971) 


Consolidated 
Statement of 
Source and 
Application 

of Funds 


For the year ended 
December 31, 1972 
(with comparative 
figures for 1971) 


Balance at beginning of year 


1972 


$27,442,643 


1971 


$25,639,274 


Add net income for the year 


5,947,858 


33,390,501 


6,093,871 
31,733,145 


Deduct dividends (50¢ per share in 1972; 45¢ per share in 1971) 


Balance at end of year 


Source of funds: 
From operations — 
Net income for the year 


4,767,224 


$28,623,277 


1972 


$ 5,947,858 


4,290,502 


$27,442,643 


1971 


$ 6,093,871 


Depreciation and depletion 


227,069 


245,598 


Increase (decrease) in deferred income taxes 


147,000 


(699,500) 


Deferred exploration expenditures on properties 
abandoned and sold 


6,321,927 


3,144,179 
8,784,148 


Excess of cash distributions by Joutel Copper Mines Limited 
and Icon Sullivan Joint Venture over equity in earnings 
for current year 


387,001 


846,210 


Decrease in investment in other unconsolidated subsidiaries 


Application of funds: 
Dividends 


36,905 


6,745,833 


4,767,224 


113,412 
9,743,770 


4,290,502 


Expenditures on Blue Hill Project (note 3) 


2,191,181 


Deferred exploration expenditures 


163,798 


591,708 


Increase (decrease) in property, plant and equipment (net) (note 3) 


Increase (decrease) in sundry investments 


4,606,301 


(26,324) 


194,270 


(19,888) 


Increase in investment in other mining companies 


Increase (decrease) in working capital 


1,133,861 
10,865,454 
(4,119,621) 


7,027,179 
2,716,591 


ait ————— 
Working capital, at beginning of year 19,962,462 17,245,871 
$15,842,841 $19,962,462 


Working capital, at end of year 


(See accompanying notes to consolidated financial statements) 


Notes to 
Consolidated 
Financial 


Statements 
December 31, 1972 


1. Basis of Consolidation and Statement Presentation 


These statements consolidate the accounts of the Company 
and its wholly-owned subsidiaries, Normetal Mines Limited, 
Quemont Mines Limited, Keradamex, Inc. and 
Kerramerican, Inc., (including in 1972 Kerramerican’s 
proportionate share of the assets, liabilities, revenues 
and expenditures of the Blue Hill Mine, the major joint 
venture project referred to in note 3). The accounts 
of the United States subsidiaries have been translated 
into Canadian dollars at current rates of exchange except 
for non-current assets which have been translated at 
historical rates. 

The accounts of partially-owned subsidiaries are not 
consolidated but are carried as an investment on the 
balance sheet as follows: 


1972 1971 
Agnew Lake Mines Limited 
(80% owned) 
Shares, at cost (less tax 
reductions of $137,000 
relating thereto) $ 126,484 $ 126,484 
7% debentures, at cost 12,000,000 12,000,000 


12,126,484 12,126,484 


Joutel Copper Mines Limited 
(63.3% owned) 
Shares, at cost 1,529,236 1,529,236 
Dividends received in excess 
of equity in accumulated 
earnings (450,505) (146,595) 


1,078,731 1,382,641 


Vangorda Mines Limited 
(69% owned) 
Advances 53,859 45,070 
Kerralda Mines Limited 
(63.3% owned) 
Advances net of provisions 


for losses 45,694 
Inactive subsidiary companies 
at nominal value 1 1 


$13,259,075 $13,599,890 


The accounts of Agnew Lake are not consolidated because 
of the minority interest and the fact that the company 
has not commenced operations. Agnew Lake has 
suspended development of its property because of 
prevailing low prices in the world uranium market. The 
company is confident that future demands for uranium 
resulting from increased requirements for nuclear power 
generation will permit the Agnew Lake property to 
operate profitably and plans to resume development 
when uranium sales contracts have been arranged at 
favourable prices. In the meantime the property is being 
held on a care and maintenance basis. Payment of 
interest on Agnew Lake’s outstanding debentures has 
been deferred for three years from January 1, 1971; 
interest accruing on these debentures (1972 — $840,000; 
1971 — $840,000) has accordingly not been taken into 
income in the consolidated statement of operations. 


To December 31, 1972, Agnew Lake has expended a 
total of $5,481,187 on buildings and equipment and a 

total of $9,267,098 on exploration, development and other 
expenditures, excluding 1971 and 1972 interest accruing 
on its outstanding debentures of $2,100,000. 


In addition to the Company’s investment in Agnew Lake, 
deferred exploration expenditures include amounts 
aggregating $581,000 expended on uranium properties 
adjacent to Agnew Lake. As in the case of the Agnew 
Lake property, further development of these claims has 
been suspended. 


The accounts of Joutel and Vangorda are not consolidated 
because of the substantial minority interest. The 
Company’s equity in earnings of Joutel is, however, 
reflected in the statement of operations. Vangorda has 
had no profits or losses to date, all expenditures being 
classified as deferred exploration and development 

in its accounts. 


. Investments in Other Mining Companies 


These investments represent shares and bonds of other 
mining companies which are being held on a relatively 
long-term basis. Such investments, which are carried 

at cost of $30,533,256, had a quoted market value on 
December 31, 1972 of approximately $78,826,900 
(computed by pricing the individual holdings at the 
closing market quotations on that date). This amount 
does not necessarily represent the value of these 
holdings, which may be more or less than indicated 

by market quotations. 


. Blue Hill Joint Venture 


During the year, the Company, through its wholly-owned 
U.S. subsidiary, Kerramerican, Inc., earned a 60% 
interest in the Blue Hill Joint Venture by financing into 
production the Black Hawk zinc-copper property near 
Blue Hill, Maine. The mine commenced production on 
October 4, 1972. Accumulated expenditures on 
exploration, development and fixed assets of $2,191,181 
to December 31, 1971 together with $4,370,084 of 
similar expenditures during 1972 amounting to 
$6,561,265 to December 31, 1972 have been classified 
as property, plant and equipment in the consolidated 
balance sheet and are being written-off over the 
estimated productive life of the mine. 


. Share Capital 


Under the Company’s share purchase plan, shares were 
sold to a Trustee in 1970 at the then current market 
price for resale to employees financed by an interest 
free loan from the Company. At December 31, 1972 
this loan, amounting to $105,000, is included with ‘Sundry 
Investments” on the balance sheet and is repayable 
within a period of five years. 


Employees’ options were outstanding at December 31, 
1972 covering a total of 17,000 shares, of which 11,000 
shares are exercisable at a price of $13.30 per share 
up to July 23, 1979 and the balance of 6,000 shares 
are exercisable at a price of $8.14 up to July 21, 1981. 


. Remuneration of Directors and Senior Officers 


Total direct remuneration paid by the Company and its 
consolidated subsidiaries to directors and to senior 
officers during the year ended December 31, 1972 
amounted to $232,000 ($221,600 in 1971). Amounts paid 
by unconsolidated subsidiary companies totalled $1,100 
in 1972 and $1,200 in 1971. 


